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A DISCUSSION OF THE SOVIET BLOC'S 
“ECONOMIC OFFENSIVE" IN ASIA 
by 
Yuan-li Wu 


EDITOR'S NOTE: Headlines are made by the ‘big stories’’ which touch 
our emotions or fire our imaginations. Often, however, there is equal or 
greater significance in the undramatic events which proceed unnoticed toward 
goals carefully planned by clever and determined men, but which explode 
on the public's awareness only after long periods of unobstrusive advance. 
A few specialists — professors, information officers, well-informed students 
— may watch the flow of these events and may predict their ultimate impact, 
but many times they are ignored or even scorned by the multitudes until a 
‘big story’’ suddenly breaks. 


For years quiet voices have been warning us that the United States is not 
necessarily alone in scientific accomplishments, that Russia has been turning 
every effort to match us and to surpass us in the “‘know-how’’ we so long 
considered a private American possession. But in the post-war comfort of 
American life, it was pleasant to tell ourselves that Russia was so late in 
starting and so far behind us she could never catch up with us. In the fiery 
roar that launched Sputnik |, not only were the barriers of space destroyed 
— so also were the barriers of American complacency. Today we are re- 
examining our resources, both technical and human; we are learning that 
we have no monopoly on brains and techniques; and above all, we are 
discovering the realities that lay behind the warnings that were given us. 


But the advent of the Sputnik age and the sudden realization of our 
vulnerability in the sciences and in scientific education have not stilled the 
quiet voices. Other realities are at work, aimed at goals which could be as 
potentially dangerous as the Soviet advance into space. The following dis- 
cussion, by Dr. Yuan-li Wu, of the Soviet Bloc’s ‘economic offensive” in Asia 
should remind us that trade pacts, import-export balances, and the general 
economic conditions of any country may in large part determine its inclina- 
tion toward the communist or non-communist world. This is particularly true 
of the more undeveloped countries of Asia. Naturally suspicious of Europe 
after years of old-style colonialism, they are often lured by the high-sounding 
“idealism” of the communistic philosophy, especially when the blandishments 
are accompanied by concrete offers of assistance either through trade or gift 
But the end of too close economic entanglement is still foreign domination, 
although of a less overt type since it is not yet symbolized by the physical 
presence of troops and colors. 


Dr. Wu presents very real figures to point up the very real fact that the 
Soviet Bloc is extending the tentacles of assistance deep into the Asian 
world. The fateful goal. of such assistance could well be total economic 
domination of thousands of miles containing some of the world’s richest 
resources and greatest human potential. Here, then, is a quiet voice telling 
of undramatic events — but they could well be the making of the future's 
“big story.” 








Of the international economic issues that have lately begun to com- 
mand increasing interest, thanks to Soviet achievements in other fields 
and to the popular press, one is the so-called economic offensive 
of the Soviet Bloc. Realization of the fact that the Soviet Bloc has 
intensified its foreign economic activities, particularly in the less de- 
veloped countries of Asia and the Middle East, has already posed some 
hard and searching questions to this country as to the effectiveness 
of American foreign economic policy and the manner in which adjust- 
ments in the latter may have to be made. 


Obviously, the economic actions of the Soviet Bloc, insofar as they 
do represent a conscious policy and are integrated with foreign policy 
in a broader sense, may continue to gather momentum as time passes. 
Thus the problems for the United States, both as the only effective 
political counterpoise to the Soviet Bloc and as a leading nation in 
world trade, have probably only just begun. In these circumstances, 
the need for carrying out a searching appraisal and analysis of the 
“offensive” should be quite obvious and will need no further support- 


ing argument. 


Although newspaper reports have tended to highlight the spec- 
tacular and have thus concentrated publicity on a few cases where 
actual or potential competition between the United States and the 
Soviet Union appears on the surface, such instances merely serve to 
dramatize a development originating from the Soviet Bloc which, 
in order for it to constitute a “threat,” must at once be broader and 
more sustained. 


In other words if, for instance, the Soviet’s offer to build a steel 
mill with an annual capacity of one million tons in India and the 
vague talk about the construction of the Aswan Dam were merely 
isolated examples, the evidence of a Soviet “economic offensive” 
would not be conclusive. The problem assumes a different dimension 
only when a determined effort on a broad front to strengthen the 
economic relations of the less developed countries with the Soviet 
Bloc can be discerned. 


That there is strong evidence of the Soviet Bloc’s intention to 
maneuver itself into a favorable economic position vis-a-vis some of 
the less developed nations and to make itself indispensable may be 
seen in two respects. Limiting ourselves to the Asian countries only, 
we may first point to the fact that credit and technical assistance 
arrangements have been made with some of the Asian countries not 
only by the Soviet Union itself, but also by the European satellites 
and Communist China. As examples we may cite the offers of credit 
and technical assistance by East Germany, Poland, Hungary, and 
Czechoslovakia to India and Indonesia and similar aid provided by 
Communist China to Burma and Cambodia, as well as a Chinese 
grant to the Kingdom of Nepal — all of these were made during the 
last few years. That there is a conscious and concerted effort to lure 
the Asian countries with financial and technical assistance can hardly 
be denied. In the second place, partly as a result of these pacts, but 
to an even larger extent due to the operation of the many trade and 


payment agreements between the Asian countries and the Soviet 
Bloc, there has been a sizable increase in the volume of trade between 
them. This claim may, in the first instance, be substantiated by 
studying the available trade statistics of the Asian countries for recent 
years. In a study of these statistics several factors should be carefully 
considered. 


First, to be meaningful, a comparison of the flow of trade between 
non-Communist Asia and the Soviet Bloc at different dates must be 
based on a judicious selection of the time period to be examined. For 
our purpose we have chosen to make the comparison between 1952 
and 1956. The 1956 figures are used simply because they represent 
the most up-to-date complete returns available at this writing. On 
the other hand, the year 1952 is used as the initial benchmark for a 
number of reasons. If a specific date is to be chosen to mark the 
launching of the recent foreign economic efforts of the Soviet Bloc, 
the International Economic Conference held at Moscow in April, 
1952 would probably present a most convenient and logical starting 
point. Moreover, at least one major reason for the Soviet Bloc’s efforts 
in this field was the adoption of counter-measures in the face of the 
tightening of export controls by the United States and the western 
world in 1952. Although post-war American export controls directed 
against the European Soviet Bloc dated from the end of 1947, while 
the present 15-nation Consultative Group at Paris and its Co-ordinat- 
_ing Committee (COCOM) were organized as early as January, 1950 
to exercise international export controls, the Mutual Defense Assist- 
ance Control Act (Battle Act) of 1951, which imparted a sense of 
seriousness and urgency to American export control and facilitated 
its extension to a multilateral basis, did not go into full effect until 
January 24, 1952. It was only in April, 1952 when the Moscow Eco- 
nomic Conference was in full swing that the international lists of 
commodities subject to total embargo or quantitative control began 
to resemble closely the American security lists at that time. As far as 
the Asian countries are concerned, trade with the Soviet Bloc has 
largely consisted of trade with Communist China. Here again, al- 
though the United Nations’ decision to impose an economic embargo on 
Communist China and North Korea was reached in May, 1951, the 
China Committee (CHINCOM) of the Paris Consultative Group was 
established only in September, 1952. As we have pointed out in 
another connection, Communist China’s trade with the free world 
actually took a significant spurt during 1951 in anticipation of further 
trade controls by the western world following America’s lead in in- 
troducing economic sanctions at the beginning of the year. Finally, 
1952 was also the last year preceding the Five Year Plan (1953-1957) 
of Communist China during which radical changes in the structure 
of the economy and less radical, but nonetheless significant, changes 
in the country’s foreign trade potentials took place. 


Next, bearing the preceding observations in mind, we are probably 
justified in stating that whatever changes there may have been since 
1952 in the economic relationships between the Asian countries and 
the Soviet Bloc in general and Communist China in particular, they 
are not the outcome of a single factor, but actually reflect the result 
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TABLE | — Trade Between Selected Asian Countries and Areas With the Soviet Bloc — 
1952 and 1956. (Values in millions of U. S$. dollars.) 


IMPORTING COUNTRIES 
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Aggregate |256.0 | 423.3 165.4 33.2 | 102.7 309.3 | 289.2 | 534.0 184.6 


Total 
(Excluding 
Hong Kong)}110.7 | 241.6 



















218.2 31.9 | 102.2 320.4 | 142.6 | 351.8 246.7 


(a) indicates “under $50,000.” __.... indicates“‘no information.” — indicates “nil.” 
For 1956, “Indo-China” refers to south Viet-Nam. 


Source: ‘Value Series,” International Economic Analysis Division of the Bureau of Foreign Commerce, 
Department of Commerce. 


of several diverse though related developments. All of the following 
have contributed to the expansion of the Soviet Bloc’s trade with Asia: 
the reaction of the Sino-Soviet entente, along with the European satel- 
lites, to the free world’s trade controls which gained in effectivenss 
in 1952, their autonomous and aggressive efforts to cultivate economic 
relations with the Asian countries and regions, especially those that 
have “neutralist” political tendencies and/or are not really parties to 
the UN embargo, the economic growth of Communist China and the 
attending changes in the composition and volume of its imports and 
exports, the economic conditions of the Asian countries themselves, 
and the successive revision and relaxation of the international export 
control system. Thus it would be an oversimplification to attribute this 
trade expansion entirely to the “economic offensive” of the Soviet 
Bloc; although it remains to be seen whether the other factors have not 
been in part fostered and exploited by the Bloc’s maneuvers. 


Thus qualified, a comparison of the trade statistics of the Asian 
countries in 1952 and 1956 shows the following results: 


(1) In the case of imports from the Soviet Bloc, the total value rose 
by 84.6 per cent between 1952 and 1956 (from US $289.2 million 
to US $534.0 million) if we include as importing nations and areas 
Burma, Ceylon, India, the Indo-Chinese states outside Communist 
control, Indonesia, Japan, Malaya (and Singapore), Pakistan, and 
Hong Kong. These areas constitute the entire group of free-Asian 
countries other than Thailand, the Philippines, Taiwan, and South 
Korea, none of which reports any direct, overt trade with the Com- 
munist countries, as well as Afghanistan which we shall disregard 
for our present purpose. If Hong Kong is excluded, inasmuch as a 
sizable portion of its imports is for re-export, total imports of the 
remaining Asian countries listed above from the Soviet Bloc increased 
even more rapidly, i.e., from $142.6 million in 1952 to $351.8 million in 
1956, or by 146.7 per cent. _ 


(2) As for individual Asian countries and areas, of the nine listed, 
imports from the Bloc rose during this period from 13.9 per cent in 
the case of Malaya to a whopping 1,288.9 per cent in the case of 
Burma. The only exceptions to this rule of spectacular advances were 
Indo-China and Pakistan, the former attributable to a contraction of 
the reporting area to southern Viet-Nam, the latter reflecting the in- 
direct effect on Pakistan’s imports of a drop of cotton purchases by 
the European Soviet Bloc, possibly as a result of switching their busi- 
ness to Egypt and an even larger drop of cotton imports by Com- 
munist China following the expansion of China’s domestic cotton 
production. 


(3) In the case of exports to the Soviet Bloc, the increase between 
1952 and 1956 was 37.4 per cent or from $206.0 million to $283.0 
million if exports from Hong Kong are disregarded. If Hong Kong 
is included, the change was an increase of only 3.3 per cent, believed 
to be due to the expansion of South and Southeast Asia’s direct ex- 
ports to mainland China, thus bypassing the Hong Kong entrepot. 


(4) For individual countries with the exception of Hong Kong 
and Pakistan, which suffered a drop of 73.8 per cent and 82.9 per 


5 








cent respectively in their exports to the Bloc during this period, the 
increase ranged from 33.2 per cent in the case of Ceylon to 34,600 
per cent in the case of Burma (the latter’s exports to the Bloc rose 
from a mere $100,000 in 1952 to $34.7 million in 1956). 


These general observations on Asian trade with the Soviet Bloc as 
a whole may now be further supplemented by the following points 
dealing with trade between the Asian countries and the major com- 
ponents of the Soviet orbit, namely, Communist China and the 
European Soviet Bloc, the latter including the U.S.S.R. and the 
European statellites. In this respect we may note: 


(1) In the case of exports from the Asian countries, between 
1952 and 1956, of the nine countries and areas, all but Ceylon followed 
a common upward trend both in their exports to Communist China 
and in their exports to the European Soviet Bloc. Even in the case of 
Ceylon, although exports to Communist China in 1956 exceeded the 
corresponding figure in 1952 and 1955, they were actually much smaller 
than in 1953 and 1955. Thus one might say that the exception was more 
illusory than real. As for imports from Communist China and the 
European Soviet Bloc, all the Asian countries and areas under con- 
sideration save India, Pakistan, and Hong Kong exhibited a common 
trend during this period. Hong Kong’s declining import volume from 
the European Soviet Bloc may be safely disregarded as it was never 
large. As for India’s imports from Communist China, the apparently 
smaller volume in 1956 as compared with that of 1952, in contrast to 
the large increase of India’s imports from the European Bloc, conceals 
the fact that there was actually a rising trend from 1953 on. The 
apparently divergent trends followed by Pakistan’s imports from the 
European Bloc and the corresponding imports from Communist China 
can perhaps be explained by China’s need to narrow the gap between 
her trailing exports to Pakistan and her much larger but fluctuating 
import volume from Pakistan, the latter being directly influenced by 
the size of China’s own cotton and jute crops. Thus, allowing for 
these relatively unimportant exceptions, it may be said that Com- 
munist China and the European Soviet Bloc showed the same general 
movement in their trade relations with the Asian countries under 
consideration. 


(2) Although the European Bloc plays the leading role in expand- 
ing trade between the entire Bloc and the free world, the dominant 
position in Asia is occupied by Communist China. 


As Table II clearly shows, of all the Asian countries and areas 
under consideration, India was the only one that imported more from 
the European Bloc during 1956 than from Communist China. In the 
case of exports from Asian countries in 1956, Burma, India, Indonesia, 
and Malaya presented the four cases out of nine that showed a larger 
volume of exports to the European Bloc than to Communist China. 
Moreover, only in the case of Burma and India do we observe during 
this period any appreciable deterioration of the relative position of 
Communist China vis-A-vis the European Bloc both as a customer and 
as a supplier. In most other cases, the Chinese were able to improve 
upon their initially favorable position relative to the European Bloc. 
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It is not hard to explain the exceptional cases furnished by India 
and Burma as the concentrated effort of the U.S.S.R. and the European 
satellites in offering them credit, grants, and technical assistance far 
exceeded similar efforts that were made in other Asian countries, 
and one is strongly tempted to suggest that the larger imports of 
Burma and India from the European Bloc were essentially a result 
of the extension of economic aid by the European Bloc while, in the 
case of India at any rate, the larger exports to the European Bloc 
were to a considerable extent a consequence of the growth of imports 
from the same quarter. 


Accordingly we may summarize our preliminary findings by stating 
(1) that on the basis of trade statistics of the nine Asian countries and 
the areas in 1952 and 1956 there is, with the exception of Pakistan, a 
notable to spectacular advance in the volume of trade with the Soviet 
Bloc as a whole; (2) that the same trend is seen both in trade with the 
European Bloc and in trade with Communist China; (3) that Com- 
munist China enjoys a predominant position in the expanding trade 
between the Soviet Bloc and its Asian trade partners, the only sig- 
nificant exceptions being Burma and India; (4) that in the case of 
Burma and India the dominating position of the European Bloc is 
probably attributable to the latter’s greater economic assistance pro- 
grams; and (5) that the decline of Hong Kong’s exports to the Soviet 
Bloc, primarily Communist China, is a result of China’s diminishing 
dependence upon the British colony as an entrepot and should not 
therefore be interpreted as an exception to the general trend. Clear- 
ly, even though these developments cannot be wholly accounted for by 
the “economic offensive” of the Soviet Bloc, and that of Communist 
China in particular, they are sufficiently suggestive of a deliberate 
“offensive” as to challenge the imagination. 


TABLE !! —- The Role of Communist China in Asia's Trade with The Entire Soviet Bloc — 1952 and 1956. 


Exports to Communist China Imports from Communist 
as Per Cent of Exports to China as Per Cent of imports 
the Soviet Bloc from the Soviet Bloc 


1956 1952 1956 





71.3 62.9 88.5 79.3 
Total ( 58.7 59.8 77.6 68.7 





.... indicates“no information.” 
Source: “Value Series,” International Economic Analysis Division of the Bureau of Foreign Commerce, 
Department of Commerce. 








A Look at the Growing Economic Ties 
Between Asia and the Soviet Bloc 


However, one must not be carried away by the “impressive” gains 
of Soviet Bloc trade and immediately jump to the conclusion that 
strong economic ties have already been established with the Asian 
countries. 


First, let us dispose of a fairly simple matter by pointing out that 
the rapid growth of trade with the Bloc was possible partly, if not 
only, because the initial volume of trade was extremely small. The 
aggregate exports of the nine Asian countries and areas to the Soviet 
Bloc in 1952 amounted to $297 million or no more than 4.6 per cent 
of their total exports to the world. If Hong Kong is excluded, their 
exports to the Soviet Bloc in 1952 ($206 million) would be less than 
3.5 per cent of their total exports to the world. Similarly, the aggre- 
gate imports from the Soviet Bloc (including Hong Kong’s imports) 
were $289.2 million in 1952 or only 3.5 per cent of their aggregate im- 
ports from the world. If Hong Kong is excluded, the corresponding 
ratio in 1952 would be about 1.9 per cent of their aggregate imports 
from the world. It is not surprising, therefore, that a high rate of 
growth could be achieved within a short time. 


However, one should immediately note that although the ratio 
of the aggregate exports of these Asian countries and areas to the 
Soviet Bloc had dropped by 1956 to less than 4.1 per cent if Hong 


TABLE II! — The Relative Importance of Trade With the Soviet Bloc in the Foreign 
Trade of Selected Asian Countries. 
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1956 1956 


Aggregate ............ 6461.5 


Total (Excluding 
Kong) ....... 5954.2 











7566.5 | 8167.2 | 9059.6 4.6 3.5 5.9 




































7004.8 | 7505.8 | 8260.5 pA 40 1.9 42 





(a) indicates “under $50,000.” __.... indicates“‘no information.” 


Source: “Value Series,” International Economic Analysis Division of the Bureau of Foreign Commerce, 
Department of Commerce. 


Kong’s exports to the Bloc are included, the ratio, excluding Hong 
Kong, hac ~isen to slightly over 4 per cent as compared with less than 
3.5 per cent in 1952. The ratio of aggregate imports from the Bloc 
to total imports from the world in 1956 reached 5.9 per cent including 
Hong Kong or 4.2 per cent excluding Hong Kong.: Compared with the 
1952 figures — 3.5 per cent including Hong Kong and only 1.9 per 
cent excluding Hong Kong — there were definitely some very sig- 
nificant advances in the relative sense. 


As of 1956, the Soviet Bloc was among the most important trading 
partners of only two Asian countries, namely, Burma and Ceylon. It 
supplied Burma with 18.9 per cent of the latter’s total imports in that 
year and took 14.3 per cent of the latter’s total exports. Communist 
China was primarily responsible for Burma’s imports from the Bloc 
while the European Bloc was primarily responsible for Burma’s ex- 
ports to the Bloc. In the same year, the Soviet Bloc was responsible 
for 10.6 per cent of Ceylon’s total exports and 8.7 per cent of the 
latter’s total imports, with virtually the entire trade carried on be- 
tween Ceylon and Communist China. 


Certain factors in the Bloc’s trade with these two Asian countries 
resemble each other closely. The Ceylon trade is conducted principal- 
ly under a five-year, renewable barter agreement between Ceylon 
and Communist China providing for an annual exchange of 50,000 
tons of Ceylonese rubber for 270,000 tons of rice with any balance to 
be settled in sterling. As a result of this agreement rubber exports 
to the Soviet Bloc averaged about 50 per cent of Ceylon’s total 
rubber exports in 1954-56. The large rubber export was especially 
attractive to Ceylon at the time the agreement was first put into 
operation in 1953 as the price paid for the rubber was higher than 
the then world market price while the price of rice was lower. 
China’s sterling indebtedness to Ceylon increased gradually, reach- 
ing, according to the London Economist, £13.5 million ($37.8 million) 
by 1957. When the renewal of the agreement was under discussion 
in 1957, China was in a position to demand another long-term agree- 
ment, as well as more favorable terms, by using this debt as a bargain- 
ing counter. To quote the Economist again, “Ceylon now risks losing 
this credit balance and the Chinese market if it refuses the Chinese 
demand, but by accepting, will have to restrict its imports from other 
countries, disregard its GATT obligations and become more vulnerable 
to Chinese pressure in the future.” 


The Burma trade follows a similar pattern except that in this 
case Burma’s problem began with a rice surplus which could not be 
profitably disposed of on the world market. Confronted with an 
estimated exportable surplus exceeding 2 million long tons in 1955, 
Burma was understandably receptive to suggestions from Com- 
munist China and the U.S.S.R. each to purchase 150,000 to 200,000 
tons of rice from Burma annually. These figures were subsequently 
incorporated in separate trade agreements with the two principal 
Bloc countries in 1955, and the U.S.S.R. quota was later raised to 
400,000 tons per annum. The rice sale to the U.S.S.R. led to sizable 
imports from the European Soviet Bloc, including the notorious case 
of hardened cement blocks on the Rangoon docks when they arrived 
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during the Monsoon rains. Even in the smaller deal with Communist 
China, while the latter was supposed to provide 60 per cent of the 
value of the imported rice in Chinese exports, 20 per cent in re- 
exports of goods of Russian and Eastern European origin and 20 per 
cent in sterling, protracted negotiations by the Burmese in Peking 
in 1955 failed to find enough Chinese goods to buy, and it was under 
these conditions that the much-vaunted sale of Chinese textile ma- 
chinery was finally concluded with Burma. 


The experience of Burma and Ceylon, reminiscent of Nazi Germa- 
ny’s machinations in an earlier decade, points to the conclusion that 
countries depending upon the export of a few primary products, and 
therefore vulnerable to the latter’s often large price fluctuations, are 
usually in an unenviable bargaining position in dealing with large 
foreign state trading organs. On the one hand, they are often lured 
by the apparent attraction of long-term bulk purchases. On the other 
hand, the possibility of their trading partners’ sudden withdrawal of 
a bulk purchase, which the government trading agencies are capable 
of doing, and the need to settle credit balances owed by their trading 
partners, which readily accumulate as a result of the domestic pres- 
sures to export, tend to increase their dependence on their trading 
partners. This effect of long-term bulk purchase of some key export 
commodities by the Soviet Bloc can be serious even though the amount 
directly involved may be relatively small when compared with the 
volume of the exporting country’s total exports to the world. 


This article is an excerpt from a paper presented to the meeting of The Associa- 
tion for Asian Studies, April, 1958, in New York City. 


Dr. Yuan-li Wu is Associate Professor of the Department of Economics, Marquette 
University. 
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MEASURING MANAGEMENT 
EFFECTIVENESS 
by 
Norman Kobert 


Let us begin by defining some terms and concepts. If we agree on 
the base of the structure, little difficulty should be experienced in 
at least recognizing the completed structure, whether or not we agree 
that the completed structure is what we want. 


It must be remembered that management is a man-made concept. 
This makes it prone to subjective evaluation, in most cases, since it 
is difficult for any parent to look at his own child and call it either 
ugly, sick, or stupid. Yet, in order to evaluate management properly, 
it is most desirable, if not essential, that we evaluate this made-made 
concept on an objective basis. This is our first problem. 


Management’s over-all problem is to combine people and facilities 
in order to produce product, or service, plus profit. Mathematically 
this reduces to: 


Input (People + resources) = Output (product or service + 
profit) . 


We think of the over-all task of a business concern as “plan, 
do, and review” with the managerial function as plan (or design), 
forecast performance, and control. These, then, are the functions we 
must evaluate. 


There are many who feel that the best measurement of manage- 
ment is the balance sheet or the profit and loss statement. One cannot 
deny the value of these reports, but it is to be remembered that they 
are post mortems. Perhaps this point can be best illustrated by an 
example drawn from an actual case. 


A concern located in New Jersey was in a major home appliance 
industry. In 1935 the company’s gross sales were $35 million and the 
company was selling to one-tenth of the national market. In 1939, 
sales were at $43 million to one-third of the national market; in 1942, 
$49 million to two-fifths of the market; in 1946, $51 million to one-half 
of the market; in 1948, $43 million to one-half the national market; 
in 1950, $33 million to the same one-half; in 1951, out of business. 


The product was one which started to go out of use in the 30’s; 
its decline was held up during World War II; and its demise came in 
the post-war period. The increase in sales and share of the market 
were primarily due to other companies dropping out of the market in 
the 30’s. During World War II, the company was kept in business 
by the demand for replacement parts. However, the post-war period 
saw an increase in market coverage due mainly to the fact that only 
one competitor remained in the field. 
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This, of course, is but one example of how the balance sheet can 
be misleading. There are other factors which must also be considered 
in measuring management and we shall touch on these as we proceed. 
The above problem was merely used to illustrate but one type of 
managerial “error” that can lead one “down the proverbial rosy path.” 
We all can conceive of a great many others. 


An accountant once said to me that you know a company is dead, 
or almost so, when its liabilities exceed its assets. I maintained that 
if that’s the only way you can tell, you have already waited too long. 
A company should know as soon as it is sick and not wait until the 
last rites are being administered. This latter point demonstrates the 
need for continuing management evaluation on a fairly current basis. 


Why Evaluate? Who's Interested? 


This is a good point at which to list the groups who are interested 
in measuring management effectiveness. Some may be new to you. 

We can all understand the interest of the boss of either the com- 
pany or division. Likewise, the interest of the home or main office 
can be readily understood. To discuss these two parties would be a 
redundancy. I’ll wager these were the first two interested parties that 
came to mind when the subject of management evaluation was first 
mentioned. 


Therefore, let us look at others — the bank, for example. It is 
common practice for us to associate bank credit with strictly financial 
appraisals. Yet, it is common practice today for bankers to evaluate 
product, process, industry, and internal management. The need for 
adequate financial statements for bank credit purposes is no longer 
the only requirement. Your company management must also now be 
subject to close scrutiny. 


Private investors were long satisfied with merely past history 
earnings reports. Today, one need analyze almost any company sum- 
mary distributed, for example, by securities brokers to see the evalua- 
tion of company management. Investors are asking for more and 
more information regarding company management; therefore, more 
and more information is being gathered by investment bankers, insur- 
ance companies, and brokerage houses. 


The 50’s will probably go down in history as the era of mergers. 
Mergers for diversification, expansion, competitor reduction, market- 
ing outlets, patent and product cornering, tax losses, etc. have be- 
come commonplace. A usual prelude to merger has been evaluation. 
Staffs must be merged or submerged; management policy must be im- 
pressed or repressed; personnel must be retained, constrained, or 
abandoned. Before any such action, management evaluation, whether 
formal or informal, must be made. 


Finally, Government procurement agencies, after being burned by 
irresponsible or incapable company managements, have instituted 
very stringent evaluation methods in their pre-award surveys. If 
you have never seen a pre-award questionnaire, you owe it to your- 
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self to look one over if your company plans to do business with the 
Federal Government. Some state and local government procurement 
agencies have followed suit, but nowhere near the degree of minute- 
ness associated with Federal surveys. 


Let me cite an example within my ken. During the Korean con- 
flict, a great deal of stress was placed on the production of bazooka 
rockets which were a prime factor in stopping the North Korean 
T-34 tanks. A contract was under consideration with a New England 
manufacturer who had developed a new method of producing a vital 
part of the rocket. Investigation showed that the concern was a “one- 
man show.” The president did the purchasing, ran the plant, designed 
the product, handled machine and scheduling problems, etc. It was 
a one-man concern with 300 employees and not a single understudy. 
All ideas and information were locked in the president’s head. 


This firm did not receive a contract because the Government 
could not afford to risk so important a product on a firm whose ca- 
pacity and very life depended on the health and whim of one man. 


True, everyday examples are not as extreme, but your Govern- 
ment is interested, in varying degrees, in your company management. 


Control of Business Endeavor 


Well, how do we begin to evaluate? Or, more precisely, where 
do we begin? Many approaches to management evaluation break 
down at this point. Until you can decide where you are headed, 
you may waste a lot of time idling, charging forward, and reversing 
direction. An organized approach is most essential as opposed to just 
any beginning. Don’t develop a lot of questions to be answered un- 
less you have first determined what it is you intend to evaluate and 
to what depth. 


Let us go back and expand upon the definition of management as 
a planning, measuring, and controlling concept. 


In managing any business endeavor, the following should be 
evident or developed: 


1. Objectives or plans ranging from long-range forecasting to 
what is to be put on machine No. 53462 in 5 minutes. 


2. Measures of both input and output — thinking of input and 
output in the sense heretofore described. 


3. Comparisons against standards, based on these measures. 
4. Evaluation of conclusions drawn from the comparisons. 


5. Follow-up and adjustment of plans or objectives. Adjustment 
must be executed on a timely basis, and follow-up relates to 
necessary actions based on timely and accurate reporting. 
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The above five steps describe the ramifications of the manage- 
ment function. It is step 4 that we are discussing, but it has been 
my intention to point out its inter-relationship with all the functions 
of company management. 


Levels of Effort 


Let us examine another foundation-stone necessary for evalua- 
tion, namely, the managerial levels of effort. 


The levels of effort are usually not as clear as outlined here, but 
an understanding of their significance is of utmost importance. As 
will be demonstrated shortly, a realistic system of evaluation depends 
on an appreciation of their significance. 


A. Top Management 


1. Creates over-all policy. 
2. Concerned with the relationship of the organization to out- 
side environment. 


B. Middle Management 


1. Creates action plans to carry out top management policies. 
2. Concerned with translation of policy to specific plans of 
action. 


C. Supervisory Management 


1. Oversees execution of action plans. 
2. Concerned with converting action plans into specific actions. 


The importance of evaluating management by being cognizant of 
the levels of effort can best be illustrated by the following example. 


I had occasion recently to speak to a Vice President of Sales, 
whose responsibility extended to advertising and marketing, as well 
as the normal sales function. I asked him how he evaluated his sales 
organization, and he replied, “. . . on the dollar volume of sales, 
naturally!” 


I had to agree this was the natural way to measure the performance 
of a sales force. However, what of the other functions of a sales force, 
which I then proceeded to enumerate: 


Customer relations. 

Marketing ideas. 

Reporting ideas to design engineering and manufacturing. 
Opening new areas. 

Coordinating with advertising effort. 

Picking up defectives. 

Introducing new products. 

Reporting on market trends. 

Tracking competitors’ products and prices. 
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True, all of the above must ultimately result in increased sales, 
but compare this Vice President’s concept with the case of the home 
appliance manufacturer described previously. Judged on dollar sales 
volume and share of the market, the appliance manufacturer’s sales 
department would be very highly rated, perhaps right up to the 
point of bankruptcy. 


Considering evaluation based on levels of effort, this might be a 
proper evaluation of the sales effort, if the Vice President of Sales 
and the President had proclaimed, “The sales force sells, period! They 
will be judged on volume of sales, period!” 


It is top management that must relate company policy to the out- 
side environment. It is top management that builds the fences within 
which middle and supervisory management must operate. If top 
management decides to make buggy whips, the sales department is 
restricted to being measured in terms of sales and service to buggy 
whip customers, assuming some exist. 


I’ve presented an example in the extreme; but, one need think 
about the restrictions placed upon his own job to realize the point 
being made here. In order to evaluate an organization in depth, one 
cannot overlook the impact of levels of effort. If we evaluate over-all 
company ability and results, we are evaluating top management only. 


Evaluation of Managerial Levels 


There are many methods of ultimately evaluating management, 
perhaps too numerous to mention. For our purposes here let us con- 
sider the approaches to gathering information upon which we can 
then place an evaluation. The ultimate evaluation may be in terms 
of points, dollars, units, etc., but the valuation may vary from industry 
to industry, company to company, division to division, etc. — entirely 
dependent on the degree of emphasis, relative importance, and method 
of operation in performing these managerial tasks. The emphasis on 
basic research, product development, quality, market, cost, etc. is a 
determining factor in a true evaluation, and accounts for the variation 
which must be inherent in the evaluation too. 


Therefore, let us now look at some sample information gathering 
questions. The questions you may ask could number in the thousands 
depending upon your needs. Here are some very general samples: 


Evaluation of Top Management 
Do policies reflect desired organizational goals? 
Do policies realistically interpret outside environment? 
Do policies lead to timely action plans? 
How successful is middle and supervisory management? 
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Evaluation of Middle Management 


1. Have proper objectives been set for supervisory management? 
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. Has a valid method of evaluation and follow-up action been in- 
stalled? 

. How well does middle management feed back information to top 
management? 

4. What dollar increase in net sales profit stems from their activi- 

ties? 





Evaluation of Supervisory Management 


Quality? 

Quantity? 

Time correctness? 
Facility utilization? 
Man-hours used? 
Material used? 
Cost? 


Evaluations vary in purpose, scope, and depth. An over-all evalua- 
tion is analogous to the thorough overview of the entire organization. 
If you merely rate an automobile on whether or not it runs, you may 
someday be startled to find only the steering wheel left in your hands. 


Often, only portions of an organization need evaluating. Keeping 
in mind the restrictions imposed by the levels of managerial effort, 
the evaluator may focus attention where a real need exists—on an 
organizational unit, a policy, a function, a resource, or a procedure. 
Whether it be formal or informal, we evaluate every day, so why not 
have an organized and realistic approach? 


BOP wh 


Types of Evaluations 


As stated previously, evaluation is best performed when the facts 
are gathered and weighed on an objective basis. This may be ac- 
complished either by external groups or on an internal basis. The 
former has by far the greatest number of advantages with respect 
to objectivity. 


External groups may include (1) an auditing firm, (2) manage- 
ment engineering consultants, (3) governmental inspection teams, 
(4) the bank, (5) stockholder committees, (6) committees from the 
home office, or (7) perhaps, the management engineering branch. 


It is possible to evaluate yourself, if proper yardsticks are adopted. 


Each member of a particular organization was asked to draw a 
wheel. In the circle representing the axle, the individual placed either 
his name or position title. In the spokes of the wheel, the incumbent 
lists the tasks or functions he either performs or feels he is responsible 
for in performing his role as listed in the axle circle. The wheel rim 
or tire is filled in by listing the company organizations and services 
available to the individual, which he can call upon to help him ac- 
complish the tasks described in the spokes. 


The results are many times amazing, and are eye-openers at the 
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very least. The tasks an individual performs or thinks he is responsible 
for usually make very interesting reading. Even more astonishing are 
the groups that the individual would turn to in the company for aid 
in performing these tasks. 


Although the internal evaluation (one of the methods of perform- 
ing this has been described above) is valuable, it has its limitations. 
One realizes, however, this is true for all special purpose tools. 


After the information has been gathered by either external or 
internal means, a price tag or other numbered value must be affixed. 
This is the numerical evaluation which must give proper weight to 
the relative importance of the functions being investigated. 


Many systems of numerical evaluation have been developed. To 
name but a few of the groups participating in this type of endeavor, 
the list would have to include the Department of Defense (especially 
in the technical services of the Army), the American Institute of 
Management, Food Machinery and Chemical Corporation, American 
Management Association, American Hospital Association, Civil Aero- 
nautics Administration, and the Bureau of the Budget. 


People 


If only in passing, I must mention your most valuable resource 
— people. Motivation, morale, and mental health are vital factors to 
be measured. Proper evaluation of this resource can lead to some 
of the largest managerial gains to be expected. Do not overlook this 
vital resource and its status. 

Summary 


Evaluation of management effectiveness is constantly being per- 
formed. What I have tried to point out is the need for a formal, 
logical, and systematic approach. This can be accomplished by: 


1. Establishing objectives for all levels of management. 
2. Developing measures of success. 


3. Evaluating both in depth and over-all — or in specific “sore 
spots,” if need be. 


4. Doing the above on both a feasible and timely basis. 


Better evaluation is one of the means of achieving better manage- 
ment. 


Norman Kobert is Assistant Director of the Management Center, Marquette 
University. 
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MOTIVATION RESEARCH 

- SOME REFLECTIONS OF A RESEARCHER - 
by 

Robert J. Williams 


Over the past few years we have heard a great deal of discussion 
and seen voluminous literature on the subject of motivation research. 
The discussion has penetrated far beyond the conventional trade 
media of advertising and marketing to business magazines, family 
magazines, and even the Sunday supplements. 


The impression one would get from reading most of the printed 
material on motivation research is that advertising and marketing 
have suddenly been invested with some strange and mysterious new 
power — a power of such magnitude that it threatens to turn Mr. 
and Mrs. Consumer into will-less and witless robots moving to and 
fro at the whimsies of Madison Avenue. 


Needless to say, the journalists have taken some liberties with the 
facts, and under their literary licenses have perhaps sacrificed ac- 
curacy for salability. But even the more sober appraisals of motiva- 
tion research such as Professor Newman’s book, Motivational Research 
and Marketing Management, seem to be a little carried away with 
the wonder of it all. A more realistic appraisal of motivational re- 
search is, I think, long overdue. 


One of the functional weaknesses of motivational research is that 
it is overconcerned with the deep-down, primary, basic, fundamental 
reasons why people use a product. Of course we are all interested in 
these motives. However, a great deal can be lost in such research if 
the research, after slogging through the deep, primary, fundamental, 
and basic, fails to study the peripheral, tangential, and circumstantial 
reasons why people buy a particular item. For it is often the super- 
ficial motive which decides the fate of a brand. I would like to 
elaborate this thought a little and point out why I think this is im- 
portant. 


The popular literature of motivation research, such as Vance 
Packard’s work, Joseph Newman’s new book, and George Horsely 
Smith’s primer, is full of findings which deal with the deep, basic mo- 
tives in consumer behavior relevant to entire product categories. For 
example, in the report of a study done for State Farm Mutual Auto- 
mobile Insurance Company we learn that “insurance is fatherly” 
(presumably because it protects you in time of trouble) and “insur- 
ance is a threat” (because it makes you think of disaster). In a re- 
ported study for M & M Candy, we learn that “candy is used to reward 
children for good behavior” (a finding which need not occasion much 
surprise, at least among parents). 


All of this is indeed very interesting. However, the fact that these 
findings apply with equal force to all brands within the product class 
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to which they are relevant greatly diminishes their value to advertis- 
ing. Selling points developed from these findings will apply just as 
well to the products of competitors as to the products of the companies 
which financed the research. Is not Allstate Auto Insurance as 
“fatherly” and “threatening” as State Farm Mutual? Are not Her- 
sheyettes as rewarding as M & M’s? We need not worry so much 
that the competition will pirate our claims, as we need be concerned 
that the consumer himself can so easily make such discoveries. 


Advertising claims based on themes derived from this kind of mo- 
tivation study might be useful if the advertiser were trying to in- 
crease the over-all market for the product class into which his brand 
falls. Some trade associations may have a legitimate interest in at- 
tempting to do just that. But rarely can an advertiser of a single 
brand within a product class afford the kind of advertising campaign 
which would increase the total market for his product class. 


An efficient sales appeal should serve as a basis for the consumer 
to distinguish one brand from another within the product class. When- 
ever possible, a selling point, a theme, or an appeal should talk about 
a characteristic of the product which is unique to the brand making 
the claim. Such appeals do not often grow out of a study of the deep, 
primary, basic, fundamental motives which people have for using a 
product. The discovery and the testing of such appeals demand an 
integrated combination of product research, marketing research, and 
advertising research. And very often the most effective appeals are 
not “deep” or basic at all, but are really peripheral to the main mo- 
tives which people have for using the product. For example, Bufferin 
has been advertising, “will not upset the stomach.” Obviously it is 
not the primary or “basic” purpose of a headache remedy to “not upset 
the stomach.” Nevertheless, this is an enormously successful and 
efficient advertising appeal. 


I would like to pursue this thought just a little further and dis- 
cuss two other attributes of a successful advertising appeal. The 
claim must say something for the brand which is important to users 
of the product. A product claim can be unique but unimportant. 
Adding a red tip to a cigarette, for instance, lends uniqueness to the 
brand, but its effect is lost unless the red tip can be shown to be 
functionally important. The addition of such a gimmick may pro- 
duce a transient bump in a sales curve, since there is a countable 
number of venturesome people who will try anything that is new. 
However, it can produce a permanent increase in brand share only if 
it somehow makes the product perform in a superior way. 


Just as there is little value in using a claim which is unique but 
unimportant, so also there is little worth in a claim which is important 
but not unique. For example, most consumers would regard it as 
important that a car have wheels, but this is such a common and con- 
stant feature of all makes of cars that it scarcely constitutes an ad- 
vertising claim. Needless to say, we could make the same comment 
for such auto sales appeals as “pride of ownership” and enhancement 
of libido” which have figured so prominently in the findings of mo- 
tivation research. 
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The final condition which contributes to the efficiency of an ad- 
vertising appeal is that it be believable. In this age of “hucksterism,” 
the consumer, simply as a matter of self defense, has developed a 
healthy cynicism toward advertising. Snake-oil is no longer a market- 
able commodity. Moreover, the consumer is experienced, to some 
extent, in the use of all but the most novel products. He has certain 
expectations about how they work, which grow out of his general 
experience. He knows, for example, that using a certain toothpaste 
will not guarantee a ship-board romance; that using a mouthwash 
will not lead a girl to the altar; and that virility is not automatically 
conferred with the purchase of a Chevvy. He does not, in short, be- 
lieve in miracles. 


To summarize, we distinguish three characteristics which the most 
efficient (even if not the most basic) advertising appeal must possess: 
it must be important; it must be believable; and it must be unique 
to the brand. Let us briefly consider the techniques by which im- 
portance, believability, and uniqueness are assessed. 


In predicting the efficiency of an advertising claim, the questions of 
the degree of importance, or the intensity or “depth” of a belief are 
secondary to the question of the extent to which the claim is important 
or believable; that is, the number of people in the market who can 
regard it as important and believable. The fact that a cigarette has 
a red tip may be vitally important to a handful of people. But there 
may be millions to whom it is just barely important to have a cigarette 
te white. In the market place the millions will decide the fate of 
a brand. 


Thus, our problem ultimately becomes an actuarial one: how 
many regard this claim as important, how many can believe it to 
some degree, how many can use it as a basis for discriminating among 
brands. We must also know how our claims compare with the claims 
of our competitors in these respects. Any research technique which 
disregards sampling considerations or treats lightly of the responsibility 
of sampling must be inadequate to evaluate these aspects of adver- 
tising claims. 

This leads us to another feature of motivation research which 
handicaps it for doing a really efficient job, and which must prevent 
it from ever achieving that mysterious power imputed to it by gullible 
journalists. 


Because depth interviews and the projective trappings of motiva- 
tion study make the cost per interview extremely high, motivation 
research can compete successfully with other forms of market research 
only by making use of a smaller number of interviews. This, of course, 
jeopardizes the representativeness of the sample. Motivation re- 
searchers offer two justifications for the inadequacy of sampling: (1) 
motivation research deals with absolutes of motivation which are the 
same for everyone; (2) motivation research does not have as its object 
quantitative or “nose counting” results. Neither of these justifications 
seems to be adequate. 











We have already seen that even the most simple test of efficiency 
of advertising appeals demands some sophistication in the matter of 
sampling. Also, we have seen that “motivational absolutes” are not 
the most appropriate sources of advertising ideas. Furthermore, if 
we could deal with motivational absolutes there would be no need 
for any sample larger than one person; a sample of fifty would be a 
ridiculous extravagance. The researcher himself should be able to 
produce all of the material from the depths of his own soul (and, 
after all, what more expert respondent or more dependable analyst 
could he find?). Once we admit that people differ from one another 
in their motives for purchasing or using a product, we oblige our- 
selves to determine, for each motive we discover, just how it is dis- 
tributed in the population. We are also obliged to determine if the 
exploitation of one motive which may recruit 5 per cent of the popula- 
tion to our brand, may not alienate 10 per cent. These, I need not 
point out, are statistical and sampling problems. 


To say that our interest lies mainly in qualitative results does not 
excuse us from the responsibility of sampling the population to be 
studied adequately. The purpose of sampling is not merely to in- 
crease numbers nor to add quantitative elegance, but to give us some 
assurance that statements made about the sample can be projected 
to the population. Whether the statements are quantitative or qualita- 
tive, the responsibility of sampling remains. 


A third feature of motivation research which dilutes its effective- 
ness is the excessive use of unstructured material, including the so- 
called “projective techniques,” such as thematic pictures, cartoons, ink 
blots, incomplete sentences, and the like. While some use of un- 
structured material is necessary in almost any complete investigation, 
many researchers appear to have such a fondness for these techniques 
that they will go out of their way to use them, even in situations where 
straightforward structured techniques would serve better and far 
more economically. 


We should keep in mind that depth interviews and the projective 
techniques were originally developed to explore matters of enormous 
importance to the psychiatric patients to whom they were applied. 
They are not admirably suited to explore the almost trivial peripheral 
and tangential motives involved in the choice of a toothpaste, which 
when multiplied by the millions of consumers who share them, be- 
come significant to the advertiser. 


Furthermore, there will always be some doubt about who does 
the projecting in the mass use of projective instruments. Let us con- 
sider briefly what goes on in the application of a projective technique. 


The subject is presented with an unclear, unstructured, ambiguous, 
or incomplete stimulus situation; and it is required to structure, 
clarify, or complete it. His response is controlled, presumably, in part 
by the stimulus and in part by his “deeper, inner motives.” In short, 
in = the stimulus, the subject must contribute something of 
himself. 
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The productions of the subject in this kind of situation are by no 
means clear, unambiguous, or perfectly structured. Then, when the 
researcher sits down to interpret them, he is confronted with an un- 
clear, unstructured, ambiguous, or incomplete stimulus situation; and 
he is required to structure, clarify, or complete it. His analysis is 
therefore controlled in part by the stimulus, and in part by his own 
inner processes (or prejudices, theoretical biases, pre-conceptions, and 
intuitions). In short, in clarifying the stimulus he must contribute 
something of himself. The researcher, in analyzing the responses of 
his subject, is in fact taking a projective test! There is nothing in the 
research situation which exempts the researcher from the projective 
mechanism. 


In a clinical situation where the psychologist interprets the re- 
sponses of a single individual, this “projective error” may be serious 
enough. The psychologist may contribute as much as one-half of the 
total projections. However, in a market research situation where the 
researcher interprets the responses of fifty or more people, the effect 
may be crushing. Each respondent gets only one chance to contribute 
to the total projections. The researcher gets fifty or more chances. In 
any kind of summary statement of the results, the varying and per- 
haps conflicting projections of the respondents may tend to cancel 
one another. But the researcher is a constant factor in all inter- 
pretations. His own “inner processes” may contribute overwhelmingly 
to the total picture. 


The final interpretation, then, may represent the creative insights 
of a single individual. He may be a very clever individual, but he 
acts as a consultant, not as a researcher. 


To summarize our discussion thus far, we have said that motivation 
research loses power on three counts: (1) it is so possessed by the 
basic, deep motives that it fails to find those elements in consumer 
behavior which lead to the development of efficient and unique ad- 
vertising claims; (2) its techniques make adequate sampling pro- 
cedures virtually impossible, and for most marketing problems 
sampling cannot be ignored; and (3) in the excessive use of depth 
interviews and projective tests which must ultimately be “inter- 
preted” by an individual, it may mask the vor populi with the voice 
of a single person. 


These factors certainly diminish the effectiveness of motivation 
research. The questions which naturally follow are: Is some of this 
lost power recoverable? Are the defects which we observe correct- 
able? Do techniques exist which can serve the same purposes which 
do not have these defects? 


The answer to all of these questions is “yes.” The deficiencies 
which we have noted for motivation research are correctable. The 
results obtained from the use of depth interviews and projective 
techniques can, in most cases, be duplicated and even expanded upon 
by carefully thought out, structured techniques and good experimental 
design. This relieves the interviewer of the responsibility of acting 
as a professional psychologist, which greatly reduces the cost of the 
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interview, and thus, makes possible a more adequate sampling of the 
population. The “interpretation” of the interview material can be 
carried out by indifferent machines, which have no preconceived 
notions or biases in which to submerge the vox populi. The guess- 
work and hypothesizing can be done at the very start of the research 
and the experimental techniques can be designed to test the hunches. 
The guesswork need not be added at the tail-end of the research under 
the name of “interpretation,” to be presented as “findings.” 


When all of these corrections are made to the techniques of mo- 
tivational research, we will have a quite powerful research instru- 
ment. But research with exactly these improvements has been avail- 
able for many years. With these improvements, motivation research 
becomes experimental-statistical or “precision” research. 


Because the results of precision research can be supported by 
quantitative evidence, it is unnecessary to garnish them with the 
bizarre and exotic jargon of psychoanalysis. However, precision re- 
search is obviously as potent as small-sample motivation research to 
discover the gross, or “deep” motives in buying behavior. 


Further, the experimental and sampling techniques have a kind 
of magnifying effect, which makes possible the most detailed analysis 
of all the peripheral motives and circumstantial factors which con- 
tribute to buying or not buying a specific product, as well as the deeper 
motives. Let me illustrate by a simple analogy how this magnification 
effect works. 


Suppose that we wanted (for some obscure and improbable reason) 
to determine the average weight of a single grain of rice. However, 
the only measuring instrument available to us is a grocer’s scale. 
Obviously it is impossible to weigh the grains of rice individually. 
However, if we count out one thousand of them, the entire collection 
can be weighed with ease on the grocer’s scale, and the average weight 
of a single grain can be computed by dividing the total weight by the 
number of grains. An important advantage of this procedure is that 
even if the grocer’s scale had an error of as much as plus or minus 
one ounce in a pound, that error would be distributed over the thousand 
grains which we weigh, and the average weight of the single grain 
would be in error by only plus or minus 1/1000 of an ounce. This is 
a level of accuracy achieved by few chemists’ balances! Now, if we 
merely add one other simple instrument, a series of sieves or screens 
with progressively smaller holes, we can discover with great precision 
all the details about the distribution of weight in a population of rice 
grains which vary in size. 


Let me clarify how this rice-weighing example applies to the 
measurement of attitudes. The motivational researcher, by exhaustive 
(and exhausting) depth interviewing among a small number of re- 
spondents, is attempting to measure very small quantities individually. 
He is acting as if he had a chemist’s balance, when in fact he may be 
using something about as accurate as a grocer’s scale. The precision 
researcher, on the other hand, by conducting structured interviews 
among a very large and carefully drawn sample of respondents, 
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measures a large collection of small quantities, and computes the 
status of the typical case, as well as the distribution of all cases, within 
close tolerances. This is a significant point, since the accuracy and 
validity of the techniques used by many motivation researchers are 
still in doubt. Until the question of their accuracy is definitely settled, 
it would be better to act as if they had the accuracy of a grocer’s scale. 
If they later prove to have the accuracy of a chemist’s balance (which 
is now rather doubtful) nothing shall have been lost by improving 
that accuracy by good experimental procedures. 


The problems which are given over to the scrutiny of market re- 
search are complex and varied. A thorough marketing study will 
therefore use a variety of techniques. No single technique, nor even 
a narrow range of techniques, will be adequate to solve all the 
problems of marketing. For any given problem, however, we should 
be able to select the approach and the technique which will yield a 
maximum of information, at a level of accuracy which will make 
possible an unequivocal decision, at the minimum cost. Obviously 
the most appropriate selection of techniques cannot be made if the 
researcher is committed beforehand to a particular class of techniques, 
or is so enthusiastic about a particular approach or gimmick that he 
has lost sight of its limitations. 


A fully matured research organization has the facilities necessary 
to apply all known techniques to marketing problems and has the will 
to experiment with new ones. Even the most mature research effort, 
however, is a long way from reducing Mrs. Consumer to a witless 
robot. A moment’s reflection on the function of advertising and the 
contribution which research can make to advertising may help us 
to understand why these marketing functions are unlikely ever to 
have such an effect on Mrs. Consumer. 


I think we will all agree that (leaving peripheral motives aside 
for the moment) laxatives are taken for constipation, hangover 
remedies are taken for hangover, and coats are worn to reduce chill. 
Constipation, hangover, and chill, then, are motives for the purchase 
of these products. These motives are transient conditions of dis- 
equilibrium for the people who have them. 


It is clearly not the purpose of laxative ads to constipate people, 
nor of hangover remedy ads to give people a headache, nor of coat 
ads to give people chills. In short, it is only very rarely the function 
of any advertisement to produce a motive! 


What, then, is the function of an ad? To help answer this question 
let us consider a very simple ad: a sign on a store front which simply 
says “Joe’s Diner.” We know that this ad is not intended to make 
people hungry. However, it is intended to announce to passers-by who 
are already hungry that this is a place to relieve hunger. The ad, 
then, serves as a cue to action, only for those people whom circum- 
stance, physiological condition, and psychological history has already 
motivated. 


The purpose of research, now, is to discover those cues (not mo- 
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tives) to which people ordinarily can and do respond in purchasing 
particular products and brands. Neither advertising nor research can 
“create” motives — and therefore the consumer is in no danger, 
through manipulation by “hidden persuaders,” of finding himself in 
possession of a welter of products which he neither needs nor wants. 


In fact, the contribution of research to advertising is a benefit to 
both the advertiser and the consumer. The advertiser becomes more 
efficient by eliminating from his ads the irrelevant (or even mis- 
leading) cues or salespoints. The consumer becomes more efficient 
because he is then presented with a more explicit basis for the selec- 
tion of a brand. 


Research does, indeed, enable the advertiser to make better ad- 
vertising. But the advertiser will never become the hidden ogre ot 
sensational journalism because better advertising is also a service to 
the consumer. 


Dr. Robert J. Williams, Alfred Politz Research, Inc., New York City. 
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WATCH WISCONSIN 
A Comparative Analysis of Retail Sales Trends 
by 
Parker M. Holmes 


Total retail sales in February were estimated at $14.1 billion, 
showing no change from the year-ago level. Thus, the slowing down 
in consumer expenditures that has been in evidence since July, 1957 
is expected to continue with losses relative to year-ago levels in the 
immediate months ahead. 


This general slowing down is reflected in the following figures: 


Sales Gains 
1957 vs.1956 1958 vs. 1957 
(Actual) (Estimated) 


DY Cincisncitdenasesaeeahedwe 7% 1% 
is Suite a coeenen eh ae 4 0 
I edi lair od ale a ere ie ates 0 

Ait GONG HA Swe midceeuNa 9 

SE diets d00 ch.dd0sboesdhawrny ahi 5 

DE ievabenisadpiadenesedubcweuns 3 

ES cial 4th ike esa veie aaa anal edts 10 

SE cine thaviednenbhckacavnsns 8 
RT re ey Sere ee 5 
SE eee eee ee ene 4 

ED Si bkadas cers ebns esa ee 4 

ED + ceus comes rnbhkee mens 1 


Note that the best showings in 1957 were in January, July, and 
August, and that December was the only really bad month when the 
physical volume was actually below the year-ago level. (March and 
April figures are not particularly significant in view of the fact that 
Easter was in April, 1957; whereas, it fell in March in 1956). 


This indicates that there is little prospect for sales gains relative 
to year-ago levels before September, 1958. However, with an upturn 
in sales during the fourth quarter, total sales for the year may be 
wv to exceed the 1956 dollar volume and approximate the 1957 
evel. 


On the other hand, with price cuts currently in evidence and the 
abandonment of price maintenance regulations by leading manu- 
facturers in hard goods lines, it is difficult to anticipate what effect this 
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may have on dollar volume. Furthermore, with unemployment cur- 
rently increasing, it appears doubtful as to whether moderate price 
cuts will check the downward trend in physical volume of sales. 


As pointed out previously, the relatively good showing in retailing 
last year was largely attributable to five classes of retail outlets, 
namely, drug stores, gasoline service stations, autos, food, and ap- 
parel. However, in the case of autos, 1956 was a relatively bad year 
and the outlook for 1958 is not encouraging. 


Actual sales gains for the vear 1957 are now reported as follows: 


Per Cent Changes 
12 months 
1957 vs. 1956 
Pe BE ED ib vie scccucccssssetaseocesabene 5.3 
Deug and Proprietary .........cccccccccscces 9.7 
Gasoline Service Stations ................... 9.7 
DED Stddadovenepaverneralviaviewekenenere 7.8 
PE bh Sas kone cde veencusebuneonebes 6.7 
GEE 6h5at4 Pes ekidersenesasseuedeseeuee 5.1 
Eating and Drinking Places .................. 3.1 
General Merchandise ....................05: 18 
Lumber, Building and Hardware ............. 0.0 
Furniture and Appliances ................... —0.6 


States currently reporting better-than-average performance for 
this February compared with February, 1956 are: Alabama (4.1 per 
cent); Arizona (4.1 per cent); Florida (6.8 per cent); New Mexico 
(11.1 per cent); and Wyoming (6.1 per cent). 


Cities reporting gains of 10 per cent to 16 per cent include: 
Florence-Sheffield, Alabama; Lexington, Kentucky; Port Arthur, 
Texas; Albuquerque, New Mexico; Abiline, Texas; Asheville, North 
Carolina; and Bethlehem, Pennsylvania. 
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*Monthly Index of Retail Sales vs. Year-Ago 


1957 
vs. 
1958 vs. 1957 1956 
Feb. Jan. Dec. 
a nos ab aes eeeee chad 100.0 101.0 102.0 
MAJOR CITIES 
ee i Bees esas noe’ 104.5 104.3 103.6 
i o...vevsesseacwedendea ee 104.3 103.9 103.4 
NS in bie ae daheseupnaen 103.9 104.3 105.8 
ee ey 103.4 106.4 110.6 
I, TEs ons cateeecevckauas 103.1 104.3 104.6 
DEY. ddan cigkdvsanedenedacaubenes 102.8 102.8 104.7 
ED. cicdkncbusdbedbcnendee wan 100.7 100.7 101.6 
bt red panwinbieahediuenewe 100.4 101.3 102.1 
es dune nap ann cle bee 100.3 100.5 102.3 
SN os iiss woh nk naan kee eee 100.2 101.7 102.1 
EE Cine co scoen cae bnaneeanennae 99.9 101.5 102.8 
I sis ccccspuevalnnne sta’ 99.8 100.8 109.3 
ID 2 scan wna chn cee ROR AMOS 99.5 98.9 98.9 
EE hk nue aan ced tak aha wie see wba 98.5 100.9 102.7 
RS fon Sates cee de vibes aaa 98.5 99.2 100.2 
SEY abi aitn cia dice ned ane ke ce 98.2 100.0 101.5 
EPS i rrr ee 98.0 100.0 102.9 
DRED. -poecvlends ci andeennees dee 97.8 98.6 99.0 
EN boners Geebateacadhes 96.4 97.7 99.6 
DE Jtobsesskknakinwnesdatenuny 96.3 97.8 98.6 
I sala vulnkadbcder’ Mawee bus 96.3 96.8 97.5 
EE a bees shed weiaa he wabaonaees 95.8 97.1 97.6 
Other Wisconsin and Illinois Cities 
OE ie die ata tie ls tilecnenrdomaaeanh 102.9 102.2 101.8 
eo aan cpa anud wee eerie 100.5 102.6 107.6 
BE dccccindannkehoesseenkeeeuye 100.3 101.0 102.7 
a i ale bi ois hg wii 100.2 101.7 103.3 





GN BN odes. vniacnpuee bea wee aain 98.4 98.7 99.9 


TD induc sicsacddadeseeueaudian 98.2 97.1 96.9 
NR oi SU a a ie oe aaa 98.0 97.9 98.5 
CR a nnigcaxdanekaatwbaeteevet un 97.9 96.7 96.4 
ID hase rat by aehatoke nace 97.4 97.3 98.4 
SEE 3's CaNesas x cebeue se 96.8 98.0 99.9 
Moline-Rock Island .................. 103.6 105.1 106.1 
EE Lc ccabavelrenhetecesenad 102.6 103.6 102.5 
Pre rere 100.5 103.6 102.7 
PE. “ade kutanseesetubee yur enseens 98.1 99.4 100.6 
EE SRE IN See PEF Foe 97.8 98.3 100.3 
| EG ee ery eee eee oe 96.7 99.7 101.4 
EE x Fuveuctucany ceuberesetean biak 96.7 98.7 99.2 


*Source of Data: Sales Management. 
Parker M. Holmes is Associate Professor of the Department of Marketing, 
Marquette University. 
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